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Economic globalization tide that surged forward since the end of the 1980s, has 
made every country’s national industry face the new global competition environment 
characterized by “internalizing international competitions in homeland”, and changed 
the traditional international division pattern radically. The Multinational Corporations 
(MNCs) reconstruct the value chain in the world through foreign direct investment 
(FDI) or outsourcing to promote their advantages on every tache of value chain more 
outstanding, and causes enormous impact on the industrial value chain’s structure and 
industry's normal development and upgrading in the host country, and make the 
industrial security become the problem that every country needs treating cautiously. 
China is one of countries that FDI flows in most in the world, so recognizing the 
influence mechanism of FDI to the industrial security theoretically, seeing clearly the 
various positive or adverse effects brought by FDI, adjusting the FDI policy according 
to domestic and international economic situation, and seeking benefits and avoid 
disadvantages, all of the above have important realistic meanings for realizing 
industrial security and the strategic objective that keeping national economy continual, 
fast and healthy developing. 
In allusion to the phenomenon that the domestic industrial security theoretical 
system at present is comparatively numerous and the academia remain fierce dispute 
on the impact of FDI on China’s industrial security, this paper tries hard to make some 
innovations and breakthroughs in respect of reconstructing the industrial security 
theory paradigm and constructing the influence mechanism of FDI to the host 
country’s industrial security: this paper traces back and summarizes the historical 
developing orbit of industrial security problem, and based on which, this paper 
defines industrial security as the state that existence and development of the national 
industry don’t be threatened by external forces, puts forward and expounds three 
dimensionalities of industrial security (industrial competitiveness, industrial control 















regards it as the basic frame of analyzing industrial security issue; divides the MNCs’ 
activities about control power in host country into defending control and attacking 
control; using management theory and industrial organization theory, analyzes the 
formation mechanism of control power of MNCs to host country’s industry from 
micro-economic level and meso-economic level; through the model analysis, deduces 
logically the influence mechanism of MNCs to the host country’s industrial security. 
Under the theoretical framework set up above, this paper utilizes a large number of 
data and econometrics methods to analyze FDI’s impacts and effects on industrial 
structure, technological progress and export competitiveness of China’s industry; 
analyzes the crowding-out effect of FDI to China’s national capital; studies the equity 
control, technology control, brand control and management decision making power 
control of FDI to China’s industry from micro-economic level; analyzes the trend that 
foreign-invested enterprises control the market of China’s industries by merging and 
acquiring China’s leading enterprises in relevant industries, systematic mergers and 
acquisitions, and building higher barrier to entry, etc. Finally, based on summarizing 
experience and lesson of the typical country in the world to utilize FDI, and 
combining China’s domestic and international economic environment at the present, 
this paper puts forward several measures and suggestions about adjusting our 
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